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Dear Applicant! 

We have considered your eppl ics t io i l  for recognition of 
exemption from federa l  income mx under section 50l(c)(9) ' 

of t h e  In ternal  Revenue Code o f  1954. 
' 

The %nformation discloses that  you were Eormed for the 
purpose of providing unemployment benef i t s  t o  m********* o '- -. . - - 
**** **** ***** ded or discharged f***  **** ** **  *  ** *  
******* *******  wnil* employed at * *  *******  ***  . Each 
member pays **es of **0 a rnonbLh. Such members a r e  e n t i t l e d  
t o  receive  $** a dey f o r  a maximum o f  four weeks, on a weekly 
basis  of f i v e  working  day^. A t  the time o f  retirement, a 
member is e n t i t l e d  to draw in  one lump sum or payment all . 

the money he or she  paid in dues. Any payment received by a 
member f o r  any period o f  suspension or discharge is to be de- 
ducted from this  re t i rement  *******  ***** ~ n y  member who 
accepts promotion wi th in  the *  ** ********   Company may, iL 
he or  she des i res ,  withdraw a l l  money paid f o you i n  dues 
with a deduction f o r  any payments awarded for periods of 
suspension o r  discharge. 

Sect ion 50l(c)(9) of the Code provides fof the exemption. , . 
from federa l  income tax of voluntary employees beneficiary 
t s soc ia t ions  providing for the payment of l i f e ,  s ick,  accz.dent, 
o r  o the r  benefi ts  -to the  m a h e r s  of such associa t ian  or *'*a'- 
dependents or  d ~ a 4 y - ' : ?  ~ z . , Z ~ - ; ~ ; ~ Z Y ,  11 no  pa r t  of the  mt 
earrnlngs of such associa t ion inures (other than through such 
payments) t o  the benef i t  of any shareholder or individual. 

Sect ion 1.501(~)(9)-3(a) o f  the Income Tax Regulat$ono 
provides, in pert inent p a r t ,  t h a t  a voluntary employees 
beneficiary associat ion i s  ,not operated for the prupose of 
providing life, s ick ,  accident, o r  o t h e r  benefi ts  unless  
subs tan t i a l ly  a l l  o f  its operations are i n  ?krtherance of 
the  provision of sric-h benefits. Furi'nermore, an organization 
i s  not described in  s e c t i o n  501(c)(9) i f  i t s  systematically 
and knowingly provides benef i t s  (of more thm a de minimus 
amotmt) t h a t  are n o t  permitted by paragraphs (b), ( c ) ,  (d) ,  
or  (e )  of th is  section. 
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*******  *********  ****  

Section 1,50Uc)(9)-3(d) of t h e  regulations s t a t e s  - - . 
that t h e  term "other benefits" includes only benef i ts  that - 
a r e  s imilar  t o  life, eick, or accident benefits. I t  
continues b y  stat* t h ~ t  a -benef i t  Fa similar t o  a l i f e ,  
sick,  o r  accident benef i t  i f  - 

- - .  
. 

. - .. . 

(1) I t  i s  intsnded t o  safeguard o r  improve the 
health of a member o r  a member's dependent, or 

(2) I t  protects against  a contingency tha t  interrupts 
o r  impairs a makr' s earning power. - .- 

Sect ion 1.50P(c)(9)-3(e) of the  tegula t iors  provides, 
i n  par cinent part, that severance benef i ts  (under a severance 
a e n t  p lan within the meaning of 29 CP., Section 2510.3-2 

?bE a r e  considered t o  be other be benefits .  Under that section,  
an arrangement is n o t  deemed t o  const i tu te  an employee pension 
b e n e f i t  plan or pension plan solely b reason o f  the payment 
of severance benefits  on account s f  A termination o f  en 
employee's service provided that; such payonents a r e  n o t  con- 
t ingent ,  directJy or Indirectly,  upon the. employee's r e t i r e -  
ment; the t o t a l  amount of such payment does not exceed the '-'" 

equivalent of twice the employee's annual compensation during 
the  year inmediately preceding the  termination of h i s  senrice;  
and all such payments to  any employee a r e  completed. 

Sect ion 1.501(~)(~$-3(£ of the regulations s t e t e s ,  i n  b per t inent  p a r t ,  s t a t e s  that s n e f i t s  that-. are n o t  described 
i n  paragraph (d) o r  (e) are no t  other benefitn. If continues,:-T 
by s ta t ing  tha t  the provision;cxlf savings f a c i l i t i e s  for;r,::;'~s:.=-.-; 
members or any benef i t  t h a t  is s imilar  t o  a pension o r  akounts 

' 

payable a t  t h e  time of mandatory or voluntary ret irement are A .  +- 

not  o ther  benef i ts  .- , -.-..- 

On the basis of the information s u b i t t e d ,  we have 
determined that  the pazments t o  member* ***  * * * *  *   t o  
those who accept p r o  motion within the * ** *  ******** Company 
a r e  n o t  o the r  bene-fits within &e meaning of sect ion 501(c)(9) 
-.c *-.I- - . . - - - - - - - - - 

Accordingly, we conclude t h a t  your Association does not  
qua l i fy  for  recognition of exemptioa f rom federsl  income tax 
under sect ion 501(c)(9) of the Code. You are, therefore,  re- 
quired t o  f i l e  federal income tax returns.  ... . -_. 



******** ***********  **ZC, 
I .. . 

* 

You have a right t o  p r o t e s t  this ruli i f  you believe- - 
it i s  incorrect .  To p r o k s t  , YOU should s z i t  (L statement 
of you. views with a full explanat ion  o f  yout reasoning. This 
stztement , signed by one of your pr inc ipa l  officers, a t  be 
f iub~i t ted  ~?t?iiii 21 clays £ram the date  of this letter. You 
also have a r i g h t  t o  a conference i n  this off ice a£ t e r  your 
statement  i s  submitted. You must reques t  a conference, 
if you want one, when you f i l e  your protest statement; If 
you a r e  t o  be represented by someone who is n o t  one of ye--- - .  . 
pr inc ipa l  o f f i c e r s ,  that person w i l i :  need t o  f i l e  a proper 
power of attlomcy and otherwise qualify wider our Conference 
and P r a c t l c e s  Procedures. 

If we do no t  heer f r ~  3-au within 2i chys, t h i s  ruling 
w i l A  b e c m e  f i n a l  and copies of it will be forwarded t o  the 
District Direc tor ,  Atlanta, Georgia. Tinereaf ter, eny questions 
about your federal income tax srstus o r  the f i l i n g  of fede-a1 
'cox returns should be addressed to h i s  of f ice .  

. Ix t e rn*  ******* *********  
Attn: ********* ************8 
11U Const i tu t ion  Aveme, N.W. 
Washington, D.C. 20224 

If you have a n y  quest ions,  please con tac t  the person 
whose name and te lephone number are shown i n  the heading of 
t h i s  l e t t e r .  

Sincerely+ yours, 

*  ********  i 

*** *** * * * *  t h  
Chief, Rulings Sect ion  1 
Exeinpt Organizations 
Technical Branch ***  *****  ,  

Attn: EO Group 


